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INDEPENDENT AUDITORS’ REPORT

November 12, 2007

Board of Education

Jackson County Intermediate School District
Jackson, Michigan

We have audited the accompanying financial statements of the governmental activities, each major fund, and
the aggregate remaining fund information of Jackson County Intermediate School District (the District), as
of and for the year ended June 30, 2007, which collectively comprise the District’s basic financial statements,
as listed in the table of contents. These financial statements are the responsibility of Jackson County
Intermediate School District’s management. Our responsibility is to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund and the aggregate remaining fund
information of Jackson County Intermediate School District as of June 30, 2007, and the respective changes
in financial position thereof and the respective budgetary comparison for the General Fund, Special Education
Special Revenue Fund and Vocational Education Special Revenue Fund for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated November 12,
2007, on our consideration of Jackson County Intermediate School District’s internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an opinion
on the internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing the
results of our audit.
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The Management’s Discussion and Analysis on pages 3-9 is not a required part of the basic financial
statements but is supplementary information required by the Governmental Accounting Standards Board. We
have applied certain limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the supplementary information. However, we did not audit the
information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Jackson County Intermediate School District’s basic financial statements. The combining fund
financial statements listed in the table of contents are presented for purposes of additional analysis and are not
a required part of the basic financial statements of Jackson County Intermediate School District. The
accompanying schedule of expenditures of federal awards is presented for purposes of additional analysis as
required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations, and is also not a required part of the financial statements of Jackson County
Intermediate School District. Such information has been subjected to the auditing procedures applied in the
audit of the financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the

financial statements taken as a whole.



Management’s Discussion and Analysis



This section of the Jackson County Intermediate School District’s annual financial report presents its
discussion and analysis of the District’s financial performance during the fiscal year ending June 30,
2007. Please read it in conjunction with the transmittal letter at the front of this report and the District’s
financial statements, which immediately follow this section.

Financial Highlights

e The District’s financial status became somewhat stronger, when compared to last year’s financial
position. The year-end Fund Balance in the General Fund changed very little, while the Fund
Balance in the Special Education and Career and Technical Funds increased.

e Overall, revenues increased approximately $3.8 million, or 7.2%, when compared to the prior
year. The District continues to rely more on local revenue as funding from state sources increased
by $0.4 million (3.4%) to $12.2 million. The District receives approximately 65% of its revenue
from local sources.

e Federal sources now account for 13% of the District’s revenue sources. Federal funds increased
$0.8 million dollars (12.7%) to $7.4 million total.

e Total program costs, before considering internal transfers, remained virtually unchanged.
Expenses increased by less than $250,000, or 0.45%, as the ISD continues to support
programming for its constituent local school Districts, especially in the area of Special Education.
However, dating back to the fiscal year 2001, expenditures have increased only $2.1 million in
total, or an average of 0.6% per year.

e Management continues to seek ways to improve services to local districts and agencies in a more
cost effective manner.

Overview of Financial Statements

This annual report consists of three parts: Management’s Discussion & Analysis (this part), the basic
financial statements, and required supplementary information. The basic financial statements include
two kinds of statements that present different views of the District:

e The first two statements are District-wide financial statements that provide both short-term
and long-term information about the District’s overall financial status. These statements are
intended to give the reader of the financial statements a view of the District’s operations
comparable to for-profit financial statements.

e The remaining statements are fund financial statements that focus on individual parts of the
District, reporting the District’s operations in more detail than the District-wide statements.
The fund financial statements are depicted in the format past audits were presented.

e The governmental fund statements tell how basic services such as regular, special and career
and technical education were financed in the short-term as well as what remains for future
spending.

e Fiduciary funds statements provide information about the financial relationships in which the
District acts solely as a trustee or agent for the benefit of others.

The financial statements also include notes that explain some of the information in the statements and
provide more detailed data. The statements are followed by a section of required supplementary



information that further explains and supports the financial statements with a comparison of the District’s
budget for the year.

Figure A-1 summarizes the major features of the District’s financial statements, including the portion of
the District’s activities they cover and the types of information they contain. The remainder of the
overview section of Management’s Discussion and Analysis highlights the structure and contents of each
of the statements.

Figure A-1

Major features of the District-Wide and Fund Financial Statements

Fund Financial Statements
District-Wide Statements | Governmental Funds Fiduciary Funds
Scope Entire District (except | The activities of the | Instances in which the
fiduciary funds) District that are not | District administers
proprietary (the District | resources on behalf of
has no proprietary funds) | someone else, such as
or fiduciary, such as | scholarship programs and
special  education and | student activities monies.
building maintenance.
Required Statement of Net Assets Balance Sheet Statement of Fiduciary Net
Financial Assets
Statements Statement of Activities Statement of Revenues,
Expenditures and Changes | Statement of Changes in
in Fund Balance Fiduciary Net Assets
Accounting Accrual accounting and | Modified accrual | Accrual accounting and
Basis and | economic resources focus | accounting and current | economic resource focus
Measurement financial focus
Focus
Type of | All assets and liabilities, | Generally assets expected | All assets and liabilities,
Asset/Liability | both financial and capital, [ to be used wup and | both short-term and long-
Information short-term and long-term | liabilities that come due | term; funds do not
during the year or soon | currently contain capital
thereafter; no capital | assets, although they can
assets or long-term
liabilities included
Type of | All revenues and | Revenues for which cash | All additions and
Inflow/Outflow | expenses during the year, | is received during or soon | deductions during the year,
Information regardless of when cash is | after the end of the year; | regardless of when cash is
received or paid expenditures when goods | received or paid
or services have been
received and the related
liability is due and payable




District-wide Statements

The District-wide statements report information about the District as a whole using accounting methods
similar to those used by private-sector companies. The statement of net assets includes all of the
District’s assets and liabilities. All of the current year’s revenues and expenses are accounted for in the
statement of activities regardless of when cash is received or paid.

The two District-wide statements report the District’s net assets and how they have changed. Net assets —
the difference between the District’s assets and liabilities — are one measure of the District’s financial
health or position.
e Over time, increases or decreases in the District’s net assets are an indicator of whether its
financial position is improving or deteriorating, respectively.
e To assess the District’s overall health, you need to consider additional non-financial factors such
as changes in the District’s property tax base and the condition of school buildings and other
facilities.

In the District-wide financial statements, the District’s activities are divided into two categories:
e Governmental activities: Most of the District’s basic services are included here, such as regular,
special and career and technical education, transportation, and administration. Property taxes and
state formula aid finance most of these activities.
e Business-type activities: The District charges fees to help it cover the costs of certain services it
provides.

Fund Financial Statements
The fund financial statements provide more detailed information about the District’s funds,
focusing on its most significant or “major” funds — not the District as a whole. Funds are accounting
devices the District uses to keep track of specific sources of funding and spending on particular
programs:

e Some funds are required by state law and by bond covenants.

e The District establishes other funds to control and manage money for particular purposes (such
as repaying its long-term debts) or to show that it is properly using certain revenues (such as local
taxes or federal grants.)

The District has two kinds of funds:

e Governmental funds: Most of the District’s basic services are included in governmental funds,
which generally focus on (1) how cash and other financial assets that can readily be converted to
cash flow in and out, and (2) the balances left at year-end that are available for spending.
Consequently, the governmental funds statements provide a detailed short-term view that helps
you determine whether there are more or fewer financial resources that can be spent in the near
future to finance the District’s programs. Because this information does not encompass the
additional long-term focus of the District-wide statements, additional information at the bottom of
the governmental funds statements explains the relationship (or differences between them).

e Fiduciary funds: The District is the trustee, or fiduciary, for assets that belong to others, such as
scholarship funds and the student activities funds. The District is responsible for ensuring that the
assets reported in these funds are used only for their intended purposes and by those to whom the



assets belong. The District excludes these activities from the District-wide financial statements
because it cannot use these assets to finance its operations.

Financial Analysis of the District as a Whole

Net assets. The District’s combined net assets on June 30, 2007 increased 9.6% to $19 million, compared
to the year before. The net asset total has remained unchanged, relatively, compared to the year June 30,
2003, when this measurement was first introduced. Most of this change in the District’s financial position
came from its increased governmental activities, particularly Operating Grants and Contributions, and
from local property tax revenue. The Statement of Activities attempts to place the District’s not-for-profit
activities into a for-profit light. The Statement of Activities includes such charges as depreciation
expense and gains on sales of depreciated assets. Normally, these items are not a part of a not-for-profit
financial statement.

Net Assets
June 30,
2007 2006
Assets
Current & Other $17,185,047 $14,584,265
Capital Assets, net 9,835,682 10,211,222
Total Assets 27,020,729 24,795,487
Liabilities
Current and Other Liabilities 6,258,159 5,819,404
Long-Term Debt 1,770,576 1,644,871
Total Liabilities 8,028,735 7,464,275
Net Assets
Invested in Capital Assets, net of 9,774,386 10,130,741
related debt
Restricted 7,310,725 4,987,560
Unrestricted 1,906,883 2,212,911
Total Net Assets $18,991,994 $17,331,212

Changes in net assets. The District’s financial position is the product of many factors. The normal
property tax base growth resulted in an increase of $2.3 million in local revenue to the District. State aid
increases in important areas resulted in an increase of less than $100,000, as the state’s economic outlook
continues to loom large over all schools. Federal and other grant sources increased $255,000.

The District’s total revenues increased 7.2% to $56.9 million. Local sources, including property taxes
(65%), state aid (22%) and federal grant (13%) accounted for most of the District’s revenue. It should be
noted that more than 1/3 of the revenue increases were the result of an increase in operating grants and
contributions, which are not guaranteed from year to year.

The total cost of all programs and services increased $600,000 (1.1%) to $54.9 million. Almost $500,000
of the increase resulted from direct student instructional services, while an additional $100,000 of the
increase was to support pupils and constituent districts.



The commitment of the Board of Education and management is to provide effective programs for all
students in Jackson County, while striving to do so in a most cost efficient manner. The District’s
expenses are predominantly related to instructing (25%), providing services for pupils (46%) and direct
payments to local school districts (27%). Instructional costs relate specifically to providing career and
technical education to students of local school districts and to providing special education instruction to
other students of local districts, too. The higher support services ratio would be consistent with the
purpose of intermediate school districts, as regional educational service agencies, which is to provide
support programs to districts in order to educate more efficiently and effectively, students in the county.

Changes in Net Assets

For the Year Ended June 30,

2007 2006
Revenue
Program Revenue:
Charges for Services $ 273,209 $ 294,146
Operating Grants and
Contributions 16,205,144 14,873,330
General Revenue:
Property Taxes 33,937,224 31,628,162
Unrestricted State Aid 4,421,248 4,330,468
Other General Revenue 1,776,512 1,520,783
Total Revenue 56,613,337 52,646,889
Program Expenses
Instruction 13,941,337 13,442,935
Supporting Services 25,191,282 25,028,608
Payments to Other Governments 14,934,773 14,985,543
Interest on Long-Term Debt 2,744 3,557
Unallocated Depreciation 882,419 894,284
Total Program Expenses 54,952,555 54,354,927
Change in Net Assets 1,660,782 (1,708,038)
Net Assets, beginning of year 17,331,212 19,039,250
Net Assets, end of year $18,991,994 $17,331,212



Financial Analysis of the District’s Funds

Two out three of the District’s major governmental funds strengthened their financial position, while
the third fund maintained its status. The General Fund decreased its position by 0.5% of its operating
budget to $1.69 million. The Career and Technical Education Fund, supported by designated millage
funding, increased its financial position by 2.3% of its operating budget to $3.7 million. The Special
Education Fund, also supported by a designated millage, increased its financial position by 2.2% of its
operating expenditures to $1.8 million. The total financial position for all of the District’s funds was
increased by 4.2% of their operating funds to $8.9 million. A strong financial position for the District
is desirable in that it allows critical student and constituent District programs to be maintained and
provides programming stability for the future.

Budgetary Highlights of Major Funds

Over the course of the year, the District normally revises the annual operating budget two times. These
budget amendments fall into two major categories:

e Changes made in the second quarter to account for updated salary and fringe benefit
information which was not clear at the time the budget was adopted, and

e Changes made to reclassify budgeted expenditures from one program area to another

The first type of change would have little impact of increasing, or deceasing, the fund’s overall budget
projection. The second type of change would have no impact on a fund’s overall budget, although cost
areas within the fund could be impacted.

This year, the District amended its budget only one time, due to the uncertainty of state funding. The
District delayed the amendment process in hopes of receiving updated funding information from the
state. That information arrived late in the District’s fiscal year..

The original budget for the District’s three major funds projected a $352,000 total deficit for the fiscal
year. Actual results, compared to the original budget, for the major funds are reported as follows:

Jackson County Intermediate School District

Analysis of Original Budget to Final Operating Results for Major Funds
For the Fiscal Year Ending June 30, 2007

(All number in millions)

General Education Special Education Career & Technical Total Major Funds
Fund Fund Education Fund
Budget | Actual | Variance Budget Actual | Variance Budget | Actual | Variance Budget | Actual Variance
Fav/(Unfav) Fav/(Unfav) Fav/(Unfav) Fav/(Unfav)
Revenue 7.2 7.7 0.5 37.6 38.9 1.3 11.6 11.6 0.0 56.4 58.2 1.8
Expenditure 7.6 7.7 0.1) 37.6 37.9 (0.3) 115 114 01 56.7 57.0 (0.3)
Surplus/(Deficit) | (0.4) 0.0 0.4 0.0 1.0 1.0 0.1 0.2 0.1 0.3) 1.2 15

e Total actual revenues were $1.8 million more than budgeted. The District’s local revenue was
larger than anticipated, as well as federal revenues being increased due to the recognition of
previously deferred revenue. This deferred revenue was offset with an identical recognition of




expenditures. The result is an increase of federal revenues and expenditures, with no impact on
the District’s final financial position.

e Total actual expenditures were $300,000 less than budgeted.

e The projected deficit of $300,000 for the combined major funds was actually a surplus of 1.2
million.

Capital Asset and Debt Administration

Capital Assets

The District’s capital asset expenditures for the fiscal year were approximately $507,000, or .9% of its
total budget. The District’s capital asset plan and facilities maintenance staff have protected the
District’s assets from deterioration with the constant and vigilant care required to maintain its capital
asset investment at the levels of quality the District has enjoyed.

Long-Term Debt

The District is a secondary debtor on a note in which the state is primary holder. The debt is part of a
state-wide settlement and was required so the state could fund, in part, its liability to Districts in the
state. The Intermediate School District is the secondary debtor for its share of the under-funding
payment. At year-end, the liability for this debt is $1.7 million in principal and $480,000 in interest.
The debt is scheduled to expire in fiscal year 2013. The debt was refinanced to allow the state to take
advantage of low interest rates experienced by the economy during the fiscal year.

Factors Bearing on the District’s Future

At the time these financial statements were prepared and audited, the District was aware of other
circumstances that could significantly affect its financial health in the future. These include, but are not
limited to:

e State Funding — With the economic challenge currently experienced by the state, lack of
revenue growth from state sources continues to be a concern of the Board of Education and
administration. Revenue is likely to impact state funding the District receives. Weak state
funding would cause the District to rely more heavily upon its local funding and federal funding
sources. This shift in reliance would impact the District’s ability to plan for future
programmatic and financial stability.

e Because local property taxes are the District’s primary source of funding, slower growth or a
decrease in the tax base would have a direct impact on District revenues. For this reason, the
District will continue to be attentive to the potential implications of a weak housing market on
the taxable values.

Contacting the District’s Financial Management

This financial report is designed to provide the District’s citizens, taxpayers, customers, and investors
and creditors with a general overview of the District’s finances and to demonstrate the District’s
accountability for the money it receives. If you have questions about this report or need additional
financial information, contact Dr. John M. Graves, Superintendent, or Dan Zimolzak, CPA, Director of
Finance, at (517) 768-5200.
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Jackson County Intermediate School District

Statement of Net Assets
June 30, 2007

Assets
Cash and cash equivalents
Investments
Receivables
Prepaid items and other assets
Capital assets, net

Total assets

Liabilities
Accounts payable and accrued liabilities
Unearned revenue
Long-term debt:
Due within one year
Due in more than one year

Total liabilities
Net assets
Invested in capital assets, net of related debt
Restricted for:
Capital projects
Other purposes

Unrestricted

Total net assets

The accompanying notes are an integral part of these financial statements.
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Governmental
Activities

$ 9,737,800
762,079
5,681,659
1,003,509
9,835,682

27,020,729

5,663,566
454,103

140,490
1,770,576

8,028,735

9,774,386

1,480,100
5,830,625
1,906,883

$ 18,991,994




Jackson County Intermediate School District

Functions / Programs

Governmental activities:
Instruction
Supporting services
Payments to other governments
Interest on long-term debt
Unallocated depreciation

Total governmental activities

The accompanying notes are an integral part of these financial statements.

Statement of Activities

For the Year Ended June 30, 2007

Program Revenues

-11-

Operating
Charges Grants and Net (Expense)
Expenses for Services Contributions Revenue
$ 13,941,337 $ 264379 $ 13,864,800 $ 187,842
25,191,282 8,830 2,340,344 (22,842,108)
14,934,773 - - (14,934,773)
2,744 - - (2,744)
882,419 - - (882,419)
$ 54952555 $ 273209 $ 16,205,144 (38,474,202)
General revenues:
Property taxes 33,937,224
Unrestricted state aid 4,421,248
Grants and contributions not
restricted to specific programs 1,184,232
Unrestricted investment earnings 592,280
Total general revenues 40,134,984
Change in net assets 1,660,782
Net assets, beginning of year 17,331,212
Net assets, end of year $ 18,991,994
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Jackson County Intermediate School District
Balance Sheet
Governmental Funds
June 30, 2007

ASSETS
Assets
Cash and cash equivalents
Investments

Due from other governments
Due from other funds
Long-term employee receivable
Note receivable

Inventories

Prepaid items

Land held for resale

TOTAL ASSETS

LIABILITIES AND FUND BALANCES

Liabilities
Accounts payable
Salaries payable
Accrued expenditures
Due to other governments
Due to other funds
Deferred revenue

Total liabilities

Fund balances
Reserved for:
Notes and long-term employee receivables
Prepaids and inventories
Land held for resale
Unreserved:
Undesignated
Undesignated, reported in nonmajor:
Special revenue fund
Capital projects funds

Total fund balances

TOTAL LIABILITIES
AND FUND BALANCES

Durant

Special Vocational Debt

General Education Education Service
$ 2,766,309 $ 1,972,955 $ 4,015,328 $ -
- 5,235 756,844 -
869,397 2,240,398 723,632 1,732,309
309,319 987,300 51,218 -
- 9,292 - -
- 74,263 - -
82,687 - - -
37,066 703,520 24,909 -
- - 155,327 -
$ 4,064,778 $ 5,992,963 $ 5,727,258 $ 1,732,309
$ 674,639 $ 140,949 $ 53,795 $ -
41,120 1,695,680 552,663 -
75,451 969,250 315,892 -
49,440 785,518 309,169 -
1,158,566 217,898 805,840 -
379,597 364,887 3,000 1,732,309
2,378,813 4,174,182 2,040,359 1,732,309
- 83,555 - -
119,753 703,520 24,909 -
- - 155,327 -
1,566,212 1,031,706 3,506,663 -
1,685,965 1,818,781 3,686,899 -
$ 4,064,778 $ 5,992,963 $ 5,727,258 $ 1,732,309

The accompanying notes are an integral part of these financial statement
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Other

Governmental
Funds Totals
$ 983,208 $ 9,737,800
- 762,079
28,542 5,594,278
909,077 2,256,914
- 9,292
- 74,263
- 82,687
- 765,495
- 155,327
$ 1,920,827 $ 19,438,135
$ - $ 869,383
- 2,289,463
- 1,360,593
- 1,144,127
115,782 2,298,086
- 2,479,793
115,782 10,441,445
- 83,555
- 848,182
- 155,327
- 6,104,581
324,945 324,945
1,480,100 1,480,100
1,805,045 8,996,690
$ 1,920,827 $ 19,438,135

-13-



Jackson County Intermediate School District
Reconciliation of Fund Balances on the Balance Sheet
for Governmental Funds to Net Assets of
Governmental Activities on the Statement of Net Assets
June 30, 2007

Fund balances - total governmental funds $ 8,996,690
Amounts reported for governmental activities in the statement of net assets are different because

Capital assets used in governmental activities are not financial resources and therefore are not reported in the

funds.
Add: capital assets 22,928,829

Deduct: accumulated depreciatior (13,093,147)

Because the focus of governmental funds is on short-term financing, some assets will not be available to pay fc
current-period expenditures. Those assets (such as certain receivables) are offset by deferred revenues in the

agovernmental funds, and thus are not included in fund balance
Add: deferred long-term Durant Settlement receivabls 2,025,690

Internal service funds are used by management to charge the costs of certain activities, such as insurance and
other centralized costs, to individual funds. The assets and liabilities of certain internal service funds are

included in aovernmental activities in the statement of net assets
Add: net assets of governmental activities accounted for in internal service fund 44,998

Certain liabilities, such as bonds payable, are not due and payable in the current period and therefore are not
reported in the funds.

Deduct: bonds payable (1,793,605)
Deduct: compensated absences (117,461)
Net assets of governmental activities $ 18,991,994

The accompanying notes are an integral part of these financial statements
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Jackson County Intermediate School District
Statement of Revenue, Expenditures
and Changes in Fund Balances
Governmental Funds
For the Year Ended June 30, 2007

Revenue
Local sources
State sources
Federal sources

Total revenue

Expenditures
Current:
Instruction
Supporting services
Payments to other governmental
entities or units
Debt service:
Principal repayment
Interest and fiscal charges
Capital outlay:
Durant capital improvements
Technology capital improvements

Total expenditures
Revenue over (under) expenditures
Other financing sources (uses)

Proceeds from insurance recoveries
Transfers in from other funds
Transfers out to other funds

Total other financing sources (uses)

Net change in fund balances

Fund balances, beginning of year

Fund balances, end of year

Durant
Special Vocational Debt
General Education Education Service
$ 2,203,839 $ 25,034,705 $ 9,913,710 $
3,220,131 7,595,742 1,318,470
776,242 6,268,815 359,607
6,200,212 38,899,262 11,591,787
- 7,727,038 6,214,299
6,333,583 15,318,903 3,775,070
1,019,140 13,915,633 -
7,352,723 36,961,574 9,989,369
(1,152,511) 1,937,688 1,602,418
1,505,980 - -
(388,381) (930,830) (1,375,150)
1,117,599 (930,830) (1,375,150)
(34,912) 1,006,858 227,268
1,720,877 811,923 3,459,631
$ 1,685,965 $ 1,818,781 $ 3,686,899 $

The accompanying notes are an integral part of these financial statement
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Other

Governmental

Funds Totals
$ 135,889 $ 37,288,143
66,688 12,201,031
- 7,404,664
202,577 56,893,838
- 13,941,337
61,146 25,488,702
- 14,934,773
22,185 22,185
2,744 2,744
125,783 125,783
80,038 80,038
291,896 54,595,562
(89,319) 2,298,276
12,880 12,880
1,188,381 2,694,361
- (2,694,361)
1,201,261 12,880
1,111,942 2,311,156
693,103 6,685,534
$ 1,805,045 $ 8,996,690




Jackson County Intermediate School District
Reconciliation of the Statement of Revenues, Expenditures
and Change in Fund Balances of Governmental Funds
to the Statement of Activities
For the Year Ended June 30, 2007

Net change in fund balances - total governmental fund $ 2,311,156
Amounts reported for governmental activities in the statement of activities are different becaust

Governmental funds report capital outlays as expenditures. However, in the statement of activities, the cost of

those assets is allocated over their estimated useful lives and reported as depreciation expense
Add: capital outlay 506,879
Deduct: depreciation expense (882,419)

Revenues in the statement of activities that do not provide current financial resources are not reported as revenue

in the funds, but rather are deferred to the following fiscal yea
Deduct: payments received on long-term Durant Settlement receivabl (293,381)

Bond proceeds provide current financial resources to governmental funds in the period issued, but issuing bonds
increases long-term liabilities in the statement of net assets. Repayment of bond principal is an expenditure in
the governmental funds, but the repayment reduces long-term liabilities in the statement of net assets.

Add: principal payments on long-term liabilitie 22,185

Some expenses reported in the statement of activities do not require the use of current financial resources and

therefore are not reported as expenditures in the funds.
Deduct: decrease in the accrual for compensated absence: (25,733)

Internal service funds are used by management to charge the costs of certain activities, such as insurance and
other centralized costs, to individual funds. The net revenue (expense) of certain internal service funds is reporte

with aovernmental activities
Add: net income from governmental activities accounted for in internal service fun 22,095

Change in net assets of governmental activitie $ 1,660,782

The accompanying notes are an integral part of these financial statement
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Jackson County Intermediate School District
Statement of Revenue, Expenditures and Changes in Fund Balance
Budget and Actual

General Fund

For the Year Ended June 30, 2007

With Comparative Actual Amounts for the Year Ended June 30, 2006

Revenue
Local sources:
Property tax levy
Other taxes
Penalties and interest on taxes
Earnings on investments and deposits
Rentals
Other
Total local sources

State sources:
State school aid
Durant
Other
Total state sources

Federal sources:
Title Il
Title V
Drug Free
Other
Total federal sources

Total revenue

Expenditures
Instruction - basic programs

Supporting services:
Pupil support
Instructional support
General administration
Business services
Operations and maintenance
Central services

Total supporting services

2007
Actual Over
Original Final (Under) Final 2006

Budget Budget Actual Budget Actual
$ 1,420,278 $ 1,420,278 1,421,692 $ 1,414 1,327,238
5,140 5,140 28,497 23,357 24,602
250 250 2,891 2,641 2,148
100,000 100,000 160,473 60,473 111,918
16,000 16,000 15,835 (165) 14,133
958,253 941,039 574,451 (366,588) 735,094
2,499,921 2,482,707 2,203,839 (278,868) 2,215,133
2,512,639 2,505,638 2,490,917 (14,721) 2,418,191
293,381 293,381 293,381 - 293,381
357,920 551,827 435,833 (115,994) 466,810
3,163,940 3,350,846 3,220,131 (130,715) 3,178,382
937 1,068 913 (155) -
21,484 12,053 10,329 (1,724) 29,982
177,000 214,479 212,306 (2,173) 183,670
- 542,152 552,694 10,542 111,458
199,421 769,752 776,242 6,490 325,110
5,863,282 6,603,305 6,200,212 (403,093) 5,718,625
- - - - 2,551
131,894 209,823 192,863 (16,960) 193,688
2,692,041 2,798,466 2,492,530 (305,936) 2,608,108
738,383 589,376 695,319 105,943 813,712
1,050,540 1,050,540 963,471 (87,069) 982,034
645,427 691,239 573,417 (117,822) 550,462
1,421,818 1,433,992 1,415,983 (18,009) 1,344,505
6,680,103 6,773,436 6,333,583 (439,853) 6,492,509
continued...
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Jackson County Intermediate School District
Statement of Revenue, Expenditures and Changes in Fund Balance
Budget and Actual - Concluded

General Fund

For the Year Ended June 30, 2007
With Comparative Actual Amounts for the Year Ended June 30, 2006

2007
Actual Over
Original Final (Under) Final 2006
Budget Budget Actual Budget Actual
Expenditures (concluded)
Payments to other governmental
entities or units $ 669280 $ 1,149950 $ 1,019,140 $ (130,810) $ 1,342,880
Total expenditures 7,349,383 7,923,386 7,352,723 (570,663) 7,837,940
Revenue over (under) expenditures (1,486,101) (1,320,081) (1,152,511) 167,570 (2,119,315)
Other financing sources (uses)
Transfers in 1,350,830 1,430,830 1,505,980 75,150 2,445,000
Transfers out (293,381) (388,381) (388,381) - (1,043,381)
Total other financing sources 1,057,449 1,042,449 1,117,599 75,150 1,401,619
Net change in fund balance (428,652) (277,632) (34,912) 242,720 (717,696)
Fund balance, beginning of year 1,720,877 1,720,877 1,720,877 - 2,438,573
Fund balance, end of year $ 1,292,225 $ 1,443,245 $ 1,685,965 $ 242,720 $ 1,720,877

The accompanying notes are an integral part of these financial statements.
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Jackson County Intermediate School District
Statement of Revenue, Expenditures and Changes in Fund Balance
Budget and Actual

Revenue
Local sources:
Property taxes
Other taxes
Penalties and interest on taxes
Earnings on investments and deposits
Contributions
Medicaid fee for service
Rent
Other
Total local sources

State sources:
State school aid - unrestricted
State school aid - restricted
Total state sources

Federal sources:
IDEA Flowthrough
Preschool incentive
Infant and toddler early intervention
State initiated
Total federal sources

Total revenue

Expenditures
Instruction:
Added needs - special educatior

Special Education Special Revenue Fund

For the Year Ended June 30, 2007
With Comparative Actual Amounts for the Year Ended June 30, 2006

2007
Actual Over

Original Final (Under) Final 2006

Budget Budget Actual Budget Actual
$ 23,226,608  $ 23,226,608  $ 23,304,602 $ 77,994  $ 21,760,550
182,600 182,600 159,938 (22,662) 116,872
30,500 30,500 47,399 16,899 34,268
100,000 100,000 170,030 70,030 120,306
18,000 18,000 113 (17,887) 1,575
1,100,000 1,100,000 1,314,078 214,078 1,261,705
10,500 10,500 10,200 (300) 10,200
17,000 17,000 28,345 11,345 24,968
24,685,208 24,685,208 25,034,705 349,497 23,330,444
6,859,286 1,590,950 1,008,737 (582,213) 1,000,415
167,705 5,872,601 6,587,005 714,404 6,021,487
7,026,991 7,463,551 7,595,742 132,191 7,021,902
5,320,600 5,320,599 5,341,976 21,377 5,332,865
240,763 235,948 236,865 917 240,763
192,723 205,958 351,955 145,997 192,723
145,000 145,000 338,019 193,019 128,119
5,899,086 5,907,505 6,268,815 361,310 5,894,470
37,611,285 38,056,264 38,899,262 842,998 36,246,816
7,723,608 7,708,485 7,727,038 18,553 7,732,733
continued...
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Jackson County Intermediate School District
Statement of Revenue, Expenditures and Changes in Fund Balance
Budget and Actual - Concluded

Expenditures (continued’
Supporting services:

Pupil support
Instructional support
General administration
School administration
Business services
Operations and maintenance
Transportation
Central services

Total supporting services

Payments to other governmental
entities or units

Total expenditures
Revenue over expenditures
Other financing sources (uses)
Proceeds from sales of capital assets
Transfers in
Transfers out
Total other financing (uses)
Net change in fund balance

Fund balance, beginning of year

Fund balance, end of year

Special Education Special Revenue Fund

For the Year Ended June 30, 2007
With Comparative Actual Amounts for the Year Ended June 30, 2006

2007
Actual Over

Original Final (Under) Final 2006

Budget Budget Actual Budget Actual
$ 10,086,525 $ 9,940,112 $ 9,561,798 $ (378,314) $ 9,722,583
971,630 1,069,473 1,084,076 14,603 956,860
667,326 663,981 834,753 170,772 681,548
331,903 331,903 298,503 (33,400) 298,122
93,590 93,590 74,252 (19,338) 159,498
588,416 588,416 654,948 66,532 641,883
2,386,222 2,538,136 2,600,128 61,992 2,474,637
262,479 223,037 210,445 (12,592) 215,819
15,388,091 15,448,648 15,318,903 (129,745) 15,150,950
13,740,329 13,673,977 13,915,633 241,656 13,642,663
36,852,028 36,831,110 36,961,574 130,464 36,526,346
759,257 1,225,154 1,937,688 712,534 (279,530)
- - - - 11,848
- - - - 750,000
(757,514) (923,866) (930,830) (6,964) (710,000)
(757,514) (923,866) (930,830) (6,964) 51,848
1,743 301,288 1,006,858 705,570 (227,682)
811,923 811,923 811,923 - 1,039,605
$ 813666 $ 1113211 $ 1818781 $ 705570 $ 811,923

The accompanying notes are an integral part of these financial statements.
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Jackson County Intermediate School District
Statement of Revenue, Expenditures and Changes in Fund Balance
Budget and Actual
Vocational Education Special Revenue Fund
For the Year Ended June 30, 2007
With Comparative Actual Amounts for the Year Ended June 30, 2006

2007
Actual Over
Original Final (Under) Final 2006
Budget Budget Actual Budget Actual
Revenue
Local sources:
Property taxes $ 8855844 $ 8,855,844 $ 8,894,499 $ 38,655 $ 8,302,389
Other taxes 74,000 74,000 59,622 (14,378) 47,020
Penalties and interest on taxes 11,000 11,000 18,084 7,084 13,075
Tuition 147,000 147,000 264,379 117,379 271,628
Earnings on investments and deposits 200,000 200,000 235,642 35,642 249,864
Other 513,909 513,909 441,484 (72,425) 135,309
Total local sources 9,801,753 9,801,753 9,913,710 111,957 9,019,285
State sources:
State school aid 966,776 941,776 921,594 (20,182) 911,862
Vocational education 425,210 425,210 384,876 (40,334) 400,338
Other 10,100 10,100 12,000 1,900 12,000
Total state sources 1,402,086 1,377,086 1,318,470 (58,616) 1,324,200
Federal sources:
Perkins 298,133 306,668 306,668 - 298,133
Tech prep 52,183 52,939 52,939 - 52,183
Total federal sources 350,316 359,607 359,607 - 350,316
Total revenue 11,554,155 11,538,446 11,591,787 53,341 10,693,801
Expenditures
Instruction:
Basic programs - vocational educatior 6,212,928 6,340,350 5,998,505 (341,845) 5,484,986
Adult educatior 242,784 242,784 215,794 (26,990) 222,665
Total instruction 6,455,712 6,583,134 6,214,299 (368,835) 5,707,651
continued...
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Jackson County Intermediate School District
Statement of Revenue, Expenditures and Changes in Fund Balance
Budget and Actual - Concluded
Vocational Education Special Revenue Fund
For the Year Ended June 30, 2007
With Comparative Actual Amounts for the Year Ended June 30, 2006

2007
Actual Over
Original Final (Under) Final 2006
Budget Budget Actual Budget Actual
Expenditures (continued)
Supporting services:
Pupil support $ 998584 $ 991484 $ 909,861 $ (81623) $ 897,009
Instructional support 588,922 624,593 429,417 (195,176) 481,982
General administratior 249,492 231,821 282,139 50,318 301,018
School administratior 677,925 667,925 594,541 (73,384) 656,894
Operations and maintenance 1,159,873 1,109,373 1,089,805 (19,568) 961,391
Transportation 76,568 61,016 23,593 (37,423) 76,874
Central services 612,519 627,582 445,714 (181,868) 450,974
Total supporting services 4,363,883 4,313,794 3,775,070 (538,724) 3,826,142
Total expenditures 10,819,595 10,896,928 9,989,369 (907,559) 9,533,793
Revenue over expenditures 734,560 641,518 1,602,418 960,900 1,160,008
Other financing (uses)

Transfers out (660,000) (1,320,000) (1,375,150) (55,150) (1,735,000)
Net change in fund balance 74,560 (678,482) 227,268 905,750 (574,992)
Fund balance, beginning of year 3,459,631 3,459,631 3,459,631 - 4,034,623
Fund balance, end of year $ 3,534,191 $ 2,781,149 $ 3,686,899 $ 905,750 $ 3,459,631

The accompanying notes are an integral part of these financial statements.
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Jackson County Intermediate School District
Statement of Net Assets
Proprietary Funds
June 30, 2007

Governmental
Activities -
Internal
Service Funds
Assets
Due from other governments $ 3,826
Due from other funds 58,719
Total assets 62,545
Liabilities
Due to other funds 17,547
Total liabilities 17,547
Net assets
Unrestricted $ 44,998

The accompanying notes are an integral part of these financial statements.
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Jackson County Intermediate School District
Statement of Revenues, Expenses, and Changes in Fund Net Assets
Proprietary Funds
For the Year Ended June 30, 2007

Governmental
Activities -
Internal
Service Funds

Operating revenues
Charges for services $ 36,744

Operating expenses

Supporting services 14,649
Total operating expenses 14,649
Operating income 22,095

Net assets, beginning of year 22,903
Net assets, end of year $ 44,998

The accompanying notes are an integral part of these financial statements.
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Jackson County Intermediate School District
Statement of Cash Flows
Proprietary Funds
For the Year Ended June 30, 2007

Governmental
Activities -

Internal
Service Funds

Cash flows from operating activities
Cash received from customers $ 14,649
Cash payments for goods and services (14,649)

Net cash provided by
operating activities -

Cash and cash equivalents, beginning of year -

Cash and cash equivalents, end of year $ -

Reconciliation of operating income to
net cash provided by operating activities
Operating income $ 22,095
Adjustments to reconcile operating income to
net cash provided by (used for) operating activities

Change in:
Due from other governments 5,422
Due from other funds (43,321)
Due to other funds 15,804
Net cash provided by operating activities $ -

The accompanying notes are an integral part of these financial statements.
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Jackson County Intermediate School District
Statement of Fiduciary Assets and Liabilities
Agency Fund
June 30, 2007

Assets

Cash and cash equivalents $ 23,207
Liabilities

Due to student groups $ 23,207

The accompanying notes are an integral part of these financial statements.
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JACKSON COUNTY INTERMEDIATE SCHOOL DISTRICT

Notes To Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A.

Reporting entity

Jackson County Intermediate School District (the “District”) has followed the guidelines of
the Governmental Accounting Standards Board’s Statement No. 14 and has determined that
no entities should be consolidated into its basic financial statements as component units.
Therefore, the reporting entity consists of the primary government financial statements only.
The criteria for including a component unit include significant operational or financial
relationships with the District.

District-wide and fund financial statements

The District-wide financial statements (i.e., the statement of net assets and the statement of
activities) report information on all of the non-fiduciary activities of the primary
government. For the most part, the effect of interfund activity has been removed from these
statements. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which rely
to a significant extent on fees and charges for support. The District had no business-type
activities during the year.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function or segment. Program revenues include 1)
charges to customers or applicants who purchase, use, or directly benefit from goods,
services, or privileges provided by a given function or segment and 2) grants and
contributions that are restricted to meeting the operational or capital requirements of a
particular function or segment. Taxes and other items not properly included among program
revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds and fiduciary funds, even
though the latter are excluded from the District-wide financial statements. Major individual
governmental funds are reported as separate columns in the fund financial statements.

Measurement focus, basis of accounting, and financial statement presentation

The District-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting as are the fiduciary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability
is incurred, except for agency funds, which do not have a measurement focus, regardless of
the timing of related cash flows. Property taxes are recognized as revenues in the year for
which they are levied. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.
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JACKSON COUNTY INTERMEDIATE SCHOOL DISTRICT

Notes To Financial Statements

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized
as soon as they are both measurable and available. Revenues are considered to be available
when they are collectible within the current period or soon enough thereafter to pay
liabilities of the current period. For this purpose, the government considers revenues to be
available if they are collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded only when payment is due.

Property taxes received and grant and interest revenue earned within the current fiscal period
are all considered to be susceptible to accrual and so have been recognized as revenues of
the current fiscal period. All other revenue items are considered to be measurable and
available only when cash is received by the government.

The District reports the following major governmental funds:

The General Fund is the government’s primary operating fund. It accounts for all
financial resources of the general government, except those required to be accounted for
in another fund.

The Special Education Special Revenue Fund accounts for special education initiatives
carried out by the District, which are primarily financed through restricted state aid and
property taxes.

The Vocational Education Special Revenue Fund accounts for vocational education
initiatives carried out by the District, which are primarily financed through restricted state
aid and property taxes.

The Durant Debt Service Fund accounts for the retirement of the Durant Bonds, which
are financed through restricted state aid payments.

Additionally, the District reports the following fund types:
Special revenue funds are used to account for the proceeds of specific revenue sources
(other than major capital projects) that are legally restricted to expenditures for specified
purposes, where there is a need to determine the results of operations.
Capital projects funds are used to account for financial resources to be used for the
acquisition or construction of major capital facilities, major remodeling and
improvements.

The agency fund accounts for assets held for other groups and organizations and is
custodial in nature.
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JACKSON COUNTY INTERMEDIATE SCHOOL DISTRICT

Notes To Financial Statements

Internal service funds are used to account for the financing of services provided by one
department or agency to other departments or agencies of the District on a cost
reimbursement basis.

Private-sector standards of accounting and financial reporting issued prior to December 1,
1989, generally are followed in the District-wide financial statements to the extent that those
standards do not conflict with or contradict guidance of the Governmental Accounting
Standards Board.

When both restricted and unrestricted resources are available for use, it is the government’s
policy to use restricted resources first, then unrestricted resources as they are needed.

Assets, liabilities and equity
1. Deposits and investments

The District’s cash and cash equivalents are considered to be cash on hand, demand
deposits and short-term investments with original maturities of three months or less from
the date of acquisition.

Investments are reported at fair value based on quoted market prices.
2. Receivables and payables

Activity between funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscal year are referred to as “due to/from other funds” (i.e.,
the current portion of interfund loans).

3. Inventories and prepaids

Inventory is valued at the lower of cost (first-in, first-out) or market. Inventory in the
general and special revenue funds consists of expendable supplies held for consumption.
The cost is recorded as an expenditure at the time individual inventory items are consumed.
Reported inventories in the fund financial statements are equally offset by a fund balance
reserve which indicates that they do not constitute “available spendable resources” even
though they are a component of net current assets.

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both government-wide and fund financial statements.

4. Capital assets

Capital assets, which include property and equipment, are reported in the governmental
activities column in the District-wide financial statements. Capital assets are defined by
the District as assets with an initial, individual cost of more than $10,000 and an
estimated useful life in excess of two years, or computer equipment with an estimated
useful life in excess of two years. Such assets are recorded at historical cost or estimated
historical cost if purchased or constructed. Donated capital assets are recorded at
estimated fair value at the date of donation.

-30-



JACKSON COUNTY INTERMEDIATE SCHOOL DISTRICT

Notes To Financial Statements

The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend assets lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are
constructed. Capital assets of the primary government are depreciated using the straight-
line method over the following estimated useful lives:

Assets Years
Buildings and improvements 50

Furniture and equipment 5-20
Transportation equipment 5-10

5. Compensated absences

Vacation and Sick Pay — Vacation days are earned by most year-round employees at rates
specified under contractual provisions. Retiring/terminated employees are paid for unused
accumulated vacation days. The District’s sick pay and personal leave policies allow for
accumulation of up to a certain number of days depending on the employee group involved.
Upon termination of employment, all accumulated sick and personal days are forfeited. It is
the District’s policy to recognize the cost of such leave at the time payments are made.

The liability for compensated absences reported in the District-wide financial statements
consists of unpaid, accumulated vacation days. The liability has been calculated for
employees who currently are eligible to receive termination payments. The amount reported
is salary related and includes no fringe benefits.

6. Long-term obligations

In the District-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the governmental activities on the statement of net assets. Bond
premiums and discounts, as well as issuance costs, are deferred and amortized over the life
of the bonds using the effective interest method. Bonds payable are reported net of the
applicable bond premium or discount. Bond issuance costs are reported as deferred charges
and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and
discounts, as well as bond issuance costs during the current period. The face amount of debt
issued is reported as other financing sources. Premiums received in debt issuances are
reported as other financing sources while discounts on debt issuances are reported as other
financing uses. Issuance costs, whether or not withheld from the actual proceeds received,
are reported as debt service expenditures.
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JACKSON COUNTY INTERMEDIATE SCHOOL DISTRICT

Notes To Financial Statements

7. Fund balance

In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by outside parties
for use for a specific purpose. Designations of fund balance represent tentative management
plans that are subject to change.

1. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

A. Budgetary information

The general and special revenue funds are under formal budgetary control. Budgets shown in
the financial statements are adopted on a basis consistent with generally accepted accounting
principles (GAAP), and are not significantly different from the modified accrual basis used to
reflect actual results, and consist only of those amounts contained in the formal budget as
originally adopted or as amended by the Board of Education. All annual appropriations lapse at
fiscal year end. The budgets for the General and special revenue funds are adopted on a
functional basis.

B. Excess of expenditures over appropriations

Budget to actual comparisons for the General Fund and each major Special Revenue Fund are
presented in the fund financial statements at the legal level of budgetary control.

Final Budget Actual Over Budget
General Fund:
Supporting services
General administration $ 589,376 $ 695,319 $ 105,943
Special Education:
Instruction
Added needs 7,708,485 7,727,038 18,553
Supporting services
Instructional support 1,069,473 1,084,076 14,603
General administration 663,981 834,753 170,772
Operations and maintainance 588,416 654,948 66,532
Transportation 2,538,136 2,600,128 61,992
Payments to other governments 13,673,977 13,915,633 241,656
Transfers out 923,866 930,830 6,964
Vocational Education:
General administration 231,821 282,139 50,318
Tranfers out 1,320,000 1,375,150 55,150
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JACKSON COUNTY INTERMEDIATE SCHOOL DISTRICT

Notes To Financial Statements

DETAILED NOTES ON ALL FUNDS

A. Deposits and investments

A reconciliation of cash and investments as shown on the Statement of Net Assets and Statement
of Fiduciary Assets and Liabilities follows:

Statement of Net Assets

Cash and cash equivalents $ 9,737,800
Investments 762,079
Statement of Fiduciary Assets and Liabilities
Cash and cash equivalents 23,207
$ 10,253,086
Cash on hand $ 4,248
Bank deposits (checking accounts, savings
accounts and CDs) 9,096,500
Investments 1,422,338
$ 10,523,086
Statutory Authority

State statutes authorize the District to deposit and invest in:

a.

Bonds, bills, or notes of the United States; obligations, the principal and interest of which
are fully guaranteed by the United States; or obligations of the State. In a primary or
fourth class school district, the bonds, bills, or notes shall be payable at the option of the
holder upon not more than 90 days notice or, if not so payable, shall have maturity dates
not more than 5 years after the purchase dates.

Certificates of deposit insured by a State or national bank, savings accounts of a state or
federal savings and loan association, or certificates of deposit or share certificates of a
state or federal credit union organized and authorized to operate in this State.

Commercial paper rated prime at the time of purchase and maturing not more than 270
days after the date of purchase.

Securities issued or guaranteed by agencies or instrumentalities of the United States
government or federal agency obligation repurchase agreements, and bankers’ acceptance
issued by a bank that is a member of the federal deposit insurance corporation.

Mutual funds composed entirely of investment vehicles that are legal for direct
investment by a school district.
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JACKSON COUNTY INTERMEDIATE SCHOOL DISTRICT

Notes To Financial Statements

f.  Investment pools, as authorized by the surplus funds investment pool act, composed
entirely of instruments that are legal for direct investment by a school district.

The District’s investment policy allows for all of these types of investments.

The District chooses to disclose its investments by specifically identifying each. At
June 30, 2007, the District had the following investments.

Investment Maturity Fair Value Rating
Comerica Investment Pool n/a $ 660,259 n/a
GE Commercial Paper 9/10/07 422,831 S&P - AAA
Michigan Liquid Asset Fund n/a 339,248 S&P - AAAmM
$ 1,422,338

Investment and deposit risk

Interest Rate Risk. State law limits the allowable investments and the maturities of some of the
allowable investments as identified in the list of authorized investments above. The District’s
investment policy does not have specific limits in excess of state law on investment maturities
as a means of managing its exposure to fair value losses arising from increasing interest rates.
Credit Risk. State law limits investments to specific government securities, certificates of
deposits and bank accounts with qualified financial institutions, commercial paper with
specific maximum maturities and ratings when purchased, bankers acceptances of specific
financial institutions, qualified mutual funds and qualified external investment pools as
identified in the list of authorized investments above. The District’s investment policy does not
have specific limits in excess of state law on investment credit risk. The ratings for each
investment are identified above for investments held at year end.

Custodial Credit Risk — Deposits. Custodial credit risk is the risk that in the event of a bank
failure, the District’s deposits may not be returned. State law does not require and the District
does not have a policy for deposit custodial credit risk. As of year end, $10,203,173 of the
District’s bank balance of $10,505,076 was exposed to custodial credit risk because it was
uninsured and uncollateralized.

Custodial Credit Risk — Investments. For an investment, custodial credit risk is the risk that, in
the event of the failure of the counterparty, the District will not be able to recover the value of
its investments or collateral securities that are in the possession of an outside party. State law
does not require and the District does not have a policy for investment custodial credit risk.
$422,831 of the District’s investments are subject to custodial credit risk because their
existence is not evidenced by securities that exist in physical or book form.

Concentration of Credit Risk. State law limits allowable investments but does not limit
concentration of credit risk as identified in the list of authorized investments above. The
District’s investment policy does not have specific limits in excess of state law on
concentration of credit risk. All investments held at year end are reported above.
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Notes To Financial Statements

B. Receivables

Receivables as of year end for the District’s individual major funds and nonmajor funds in
the aggregate, are as follows:

Intergovemmental
Long-termemployee
Noate

Total

Amount Not

Durant Internal Expected to be

Gereral Special \ocationa Debt Nonmajor Service Collected
Fund Education Education Service Funds Funds Total Within One Year
$ 8,397 $ 2240398 $ 723632 $ 17309 $ 2852 $ 386 $ 5598104 $ 1,732,309
9292 - - - - 9,292 6,081
74,263 - - - - 74,263 33,881
$ 869,397 $ 2323953 $ 723632 $ 173309 $ 28542 $ 386 $ 568169 $ 1,777,271

Governmental funds report deferred revenue in connection with receivables for revenues that
are not considered to be available to liquidate liabilities of the current period. Governmental
funds also defer revenue recognition in connection with resources that have been received,
but not yet earned. At the end of the current fiscal year, the various components of deferred
revenue and unearned revenue reported in the governmental funds were as follows:

Unavailable Unearned

General Fund $ 293381 $ 86,216
Special Education (special revenue fund) - 3,000
Vocational Education (special revenue fund) - 364,887
Durant Debt Service Fund 1,732,309 -

$ 2025690 $ 454,103
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JACKSON COUNTY INTERMEDIATE SCHOOL DISTRICT

Notes To Financial Statements

C. Capital assets

Capital assets activity for the year ended June 30, 2007 was as follows:

Beginning Ending
Balance Additions Deletions Balance
Capital Assets Not Being Depreciated:

Construction In Progress $ - $ 60,819 $ - $ 60,819
Total Capital Assets Not Being Depreciated - 60,819 - 60,819
Capital Assets Being Depreciated:

Land Improvements 112,027 - - 112,027

Building & Improvements 18,422,465 42,875 - 18,465,340

Furniture & Equipment 1,983,423 174,258 - 2,157,681

Transportation Equipment 1,904,035 228,927 - 2,132,962
Total Capital Assets Being Depreciated 22,421,950 446,060 - 22,868,010
Less Accumulated Depreciation For:

Land Improvements 12,472 3,481 - 15,953

Building & Improvements 10,340,698 545,216 - 10,885,914

Furniture & Equipment 1,120,799 120,426 - 1,241,225

Transportation Equipment 736,759 213,296 - 950,055
Total Accumulated Depreciation 12,210,728 882,419 - 13,093,147
Total Capital Assets Being Depreciation, Net 10,211,222 (436,359) - 9,774,863
Governmental Activities Capital Assets, Net $ 10,211,222 $ (375,540) $ - % 9,835,682

Depreciation expense of $882,419 was reported on the statement of activities as “unallocated
depreciation” (i.e., not allocated to functions/programs).
D. Payables

Accounts payable and accrued liabilities as of year end for the District’s individual major funds
are as follows:

Special Vocational

General Education Education Total
Fund Financial Statements:
Accounts payable $ 674639 $ 140949 $ 53,795 $ 869,383
Salaries payable 41,120 1,695,680 552,663 2,289,463
Accrued liabilities 75,451 969,250 315,892 1,360,593
Due to other governments 49,440 785,518 309,169 1,144,127

$ 840,650 $3591,397 $1,231519 $ 5,663,566

-36-



JACKSON COUNTY INTERMEDIATE SCHOOL DISTRICT

Notes To Financial Statements

E. Interfund receivables, payables and transfers

At June 30, 2007, interfund receivables and payables consisted of the following:

Due to Due from
General Fund $ 1,158,566 $ 309,319
Special Education Fund 217,898 987,300
Vocational Education Fund 805,840 51,218
Nonmajor governmental funds 115,782 909,077
Internal service fund 17,547 58,719

$ 2315633 $ 2,315,633

For the year ended June 30, 2007, interfund transfers consisted of the following:

Transfers out Transfersin

General Fund $ 388,381 $ 1,505,980
Special Education Fund 930,830 -
Vocational Education Fund 1,375,150 -
Nonmajor governmental funds - 1,188,381

$ 2,694,361 $ 2,694,361

The District reports interfund balances between many of its funds. The sum of all balances
presented in the tables above agrees with the sum of interfund balances presented in the
balance sheet for the governmental funds. These interfund balances resulted primarily from
the time lag between the dates that (1) interfund goods and services are provided or
reimbursable expenditures occur, (2) transactions are recorded in the accounting system, and
(3) payments between funds are made.

Transfers are used to: (1) move revenues from the fund that is required to collect them to the
fund that is required or allowed to expend them; (2) move receipts restricted to or allowed
for debt service from the funds collecting the receipts to the debt service fund as debt service
payments become due; and (3) use unrestricted revenues collected in the general fund to
finance various programs accounted for in other funds in accordance with budgetary
authorizations.

For the year ended June 30, 2007, the District transferred funds to provide funds for capital

projects and to return surplus special education and vocational education funds to the
General Fund.
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Notes To Financial Statements

F.  Long-Term debt

Long-term debt and other obligations of the District at June 30, 2007, are summarized as

follows:
Long-Term Long-Term
Debt Debt
Outstanding Outstanding  Amount
at July 1, at June 30, Due Within
2006 Additions  Retirements 2007 One Year
1998 Durant School Improvement Bonds,
due in annual installments of $129,361 to
$264,932 through the year 2013; interest
at4.8% * $ 1,732,309 - $ - $ 1,732309 $ -
Networking Equipment Installment Purchase
Agreement, due in annual installments of
$14,362 to $96,948 through the year
2010; interest at 3.74% 83,481 - 22,185 61,296 23,029
Total Installment Debt 1,815,790 - 22,185 1793,605 23,029
Compensated absences 91,728 25,733 - 117,461 117,461

Total Long-Term Debt

*  The Durant School Improvement Bonds are serviced from funds made available to
Michigan School Districts by an annual appropriation by the Michigan State Legislature.
If the Legislature does not appropriate the funding required, the District is not liable to
pay the debt service. Bond payments were suspended for the years ended 2003, 2004,
2005, 2007 and 2008 and resume in 2009.

Compensated absences are generally liquidated by the general, special education, and

vocational education funds.

Future principal and interest payment requirements on outstanding debt are as follows:

2008
2009
2010
2011
2012
2013

Total
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Principal Interest Total

$ 23,029 $ 1,900 $ 24,929
1,021,626 387,539 1,409,165
185,404 35,157 220,561
179,189 26,832 206,021
187,711 18,301 206,012
196,646 9,363 206,009

$ 1793605 $ 479,092 $ 2,272,697



JACKSON COUNTY INTERMEDIATE SCHOOL DISTRICT

Notes To Financial Statements

V.

OTHER INFORMATION

A.

Risk management

The District is exposed to various risks of loss related to property loss, torts, errors and
omissions, employee injuries (workers’ compensation), as well as medical benefits provided to
employees. The District has purchased commercial insurance for general liability, property and
casualty and health claims and participates in the MASB/SET-SEG (risk pool) for claims
relating to employee injuries/workers’ compensation. Settled claims relating to the commercial
insurance have not exceeded the amount of insurance coverage in any of the past three fiscal
years.

The District is self insured to provide health benefits for certain employee groups. The District
estimates the liability for its self-insured coverages and includes both those claims that have
been reported as well as those that have not yet been reported. These estimates are prepared
with the assistance of the District’s third-party administrators for claims management and are
recorded in the General Fund. Changes in the estimated liability are as follows:

2007
Estimated liability, beginning of year $ 53277
Estimated claims incurred, including changes
in estimates 419,620
Claim payments (423,402)
Estimated liability, end of year $ 49495
Property taxes

Property taxes are assessed as of December 31 and attach as an enforceable lien on property as
of July 1 of the following year. Taxes are levied on whose boundaries include property within
the District and are due on September 15.

Defined benefit pension plan

Plan Description

The District contributes to the Michigan Public School Employees Retirement System
(MPSERS), a cost-sharing multiple-employer defined benefit pension plan administered by the
State of Michigan Department of Management and Budget, Office of Retirement Systems.
MPSERS provides retirement, survivor and disability benefits to plan members and
beneficiaries. Benefit provisions are established and may be amended by state statute.

The Office of Retirement Systems issues a publicly available financial report that includes
financial statements and required supplementary information for MPSERS. That report may be
obtained by writing to Michigan Public School Employees Retirement System, 7150 Harris
Drive, P.O. Box 30171, Lansing, Michigan, 48909 or by calling 1-800-381-5111.
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Funding Policy

Member Investment Plan (MIP) members enrolled in MIP prior to January 1, 1990 contribute
at a permanently fixed rate of 3.9% of gross wages. Members first hired January 1, 1990 or
later contribute at the following graduated permanently fixed contribution rate: 3% of the first
$5,000; 3.6% of $5,001 through $15,000; 4.3% of all wages over $15,000. Basic Plan
members make no contributions. The District is required to contribute the full actuarial funding
contribution amount to fund pension benefits, plus an additional amount to fund retiree health
care benefits on a cash disbursement basis.

The current rate is 17.74% of annual covered payroll. The contribution requirements of plan
members and the District are established by Michigan State statute and may be amended only
by action of the State Legislature. The District’s contributions to MPSERS for the years ended
June 30, 2007, 2006, and 2005, were $3,578,114, $3,349,552, and $2,841,299 respectively,
equal to the required contributions for each year.

Other Post Employment Benefits

Retirees have the option of health coverage which is funded on a cash disbursement basis by
the employers. The State of Michigan has contracted to provide the comprehensive group
medical, hearing, dental and vision coverage for retirees and beneficiaries. All health care
benefits are on a self-funded basis. A significant portion of the premium is paid by MPSERS
with the balance deducted from the monthly pension.

Pension recipients are eligible for fully paid Master Health Plan coverage and 90% paid Dental
Plan, Vision Plan and Hearing Plan coverage with the following exceptions:

1. Retirees not yet eligible for Medicare coverage pay an amount equal to the
Medicare Part B premiums.

2. Retirees with less than 30 years of service, who terminate employment after
October 31, 1980 with the vested deferred benefits, are eligible for partially
employer paid health benefit coverage (no payment if less than 21 years of service).

* k * Kk k%
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Jackson County Intermediate School District
Combining Balance Sheet
Nonmajor Governmental Funds
June 30, 2007

Special Capital Projects
Revenue Technology Durant
Training Capital Capital
Assistance Projects Projects Totals
ASSETS
Assets
Cash and cash equivalents $ 345,618 $ 144,861 $ 492,729 $ 983,208
Due from other governments 11,542 17,000 - 28,542
Due from other funds - - 909,077 909,077
TOTAL ASSETS $ 357,160 $ 161,861 $ 1,401,806 $ 1,920,827
LIABILITIES AND FUND BALANCES
Liabilities
Due to other funds $ 32,215 $ 54,410 $ 29,157 $ 115,782
Fund balances
Unreserved, undesignated 324,945 107,451 1,372,649 1,805,045
TOTAL LIABILITIES
AND FUND BALANCES $ 357,160 $ 161,861 $ 1,401,806 $ 1,920,827
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Jackson County Intermediate School District
Combining Statement of Revenue, Expenditures
and Changes in Fund Balance
Nonmajor Governmental Funds
For the Year Ended June 30, 2007

Special Capital Projects
Revenue Technology Durant
Training Capital Capital
Assistance Projects Projects Totals
Revenue
Local revenue:
Tuition $ 8,830 $ - $ - $ 8,830
Earnings on investments and deposits - 6,379 19,756 26,135
Other 14,885 86,039 - 100,924
State revenue 66,688 - - 66,688
Total revenue 90,403 92,418 19,756 202,577
Expenditures
Supporting services - other 61,146 - - 61,146
Debt service:
Principal - 22,185 - 22,185
Interest - 2,744 - 2,744
Capital outlay:
Durant capital improvements - - 125,783 125,783
Technology capital improvements - 80,038 - 80,038
Total expenditures 61,146 104,967 125,783 291,896
Revenue over (under) expenditures 29,257 (12,549) (106,027) (89,319)
Other financing sources
Proceeds from insurance recoveries - 12,880 - 12,880
Transfers in - - 1,188,381 1,188,381
Total other financing sources - 12,880 1,188,381 1,201,261
Net change in fund balances 29,257 331 1,082,354 1,111,942
Fund balance, beginning of year 295,688 107,120 290,295 693,103
Fund balance, end of year $ 324,945 $ 107,451 $ 1,372,649 $ 1,805,045
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Jackson County Intermediate School District
Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2007

Accrued
(Deferred) Accrued
Federal Approved Revenue, Current (Deferred)
CFDA Pass- Through Grantor's ~ Award/Grant  Beginning of Year Current Year  Revenue, End
Federal Grantor/Pass-Through Grantor/Program Title #_Number # Number Amount Year Receipts Expenditures of Year
U.S. DEPARTMENT OF EDUCATION
Passed-through Michigan Department of Education:
2005-2006 IDEA Flowthrough 84.027 060450/0506 $ 5332865 $ 455327 $ 455327 $ - 8 -
2006-2007 IDEA Flowthrough 84.027A 070450/0607 5,341,976 - 4,959,857 5,341,976 382,119
10,674,841 455,327 5,415,184 5,341,976 382,119
2005-2006 State Initiated/Competitive EOSD 84.027 060480/EOSD 55,000 13,074 13,074 - -
2006-2007 State Initiated/Competitive EOSD 84.027A 070480/EOSD 55,000 - 37,574 55,000 17,426
110,000 13,074 50,648 55,000 17,426
2005-2006 State Initiated/Department TS 84.027A 060490-TS 90,000 34,823 34,823 - -
2006-2007 State Initiated/Department TS 84.027A 070490-TS 90,000 - 58,767 77,063 18,296
180,000 34,823 93,590 77,063 18,296
2006-2007 Preschool Incentive 84.173A 070460/0607 236,865 - 236,865 236,865 -
2005-2006 Infant and Toddler Formula 84.181A 061340/190 192,723 70,904 70,904 - -
2006-2007 Infant and Toddler Formula 84.181A 071340/190 205,958 - 103,589 205,958 102,369
398,681 70,904 174,493 205,958 102,369
2004-2005 Drug Free Grant - Carry-Over 84.186 05286C/0506 21,605 4,034 4,034 - -
2005-2006 Drug Free Grant 84.186 062860/0506 208,609 50,710 53,398 2,688 -
2005-2006 Drug Free Grant Carryover 84.186A 062860/0607 43,856 - 36,701 43,856 7,155
2006-2007 Drug Free Grant 84.186 072860/0607 170,623 - 96,449 165,762 69,313
444,693 54,744 190,582 212,306 76,468
2005-2006 Title V, Part A Title VI 84.298 060250/0506 21,484 13,532 13,532 - -
2005-2006 Title V, Part A Title VI Carryover 84.298 060250/0607 2,233 - 2,233 2,233 -
2006-2007 Title V, Part A Innovative 84.298 070250/0607 9,820 - 6,648 8,095 1,447
33,537 13,532 22,413 10,328 1,447
2005-2006 Title 1, Part A Regular 84.367 060520/0506 937 356 356 - -
2005-2006 Title 11, Part A Regular Carryover 84.367 060520/0607 131 - 131 131 -
2006-2007 Title I, Part A Regular 84.367 070520/0607 937 - 782 782 -
2,005 356 1,269 913 -
Subtotal passed-through Michigan Department of Education 12,080,622 642,760 6,185,044 6,140,409 598,125
Passed-through Hillsdale County Intermediate School District:
2005-2006 Perkins 84.048A N/A 298,133 86,714 86,714 - -
2006-2007 Perkins 84.048A N/A 306,668 - 217,860 306,668 88,808
2005-2006 Vocational Education Tech Prep 84.048A N/A 52,183 18,853 18,853 - -
2006-2007 Vocational Education Tech Prep 84.048A N/A 52,939 - 35,665 52,939 17,274
Subtotal passed-through Hillsdale County Intermediate School District 709,923 105,567 359,092 359,607 106,082
Passed-through Jackson Public School District:
2004-2005 21st Century Grant 84.287C N/A 8,780 - - - -
2006-2007 21st Century Grant 84.287C N/A 9,000 (1,198) 9,000 10,198 -
Subtotal passed-through Jackson Public School District 17,780 (1,198) 9,000 10,198 -
Total U.S. Department of Education 12,808,325 747,129 6,553,136 6,510,214 704,207
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Passed through Michigan Department of Community Health:
Child Care and Development Block Grant
2006-2007 Early Childhood Investment Corporation 93.575 ECIC-06-GSC-Jack 006 247,500 (872) 62,261 83,839 20,706
2006-2007 Medicaid Outreach 93.778 N/A - (532,069) 145,061 351,955 (325,175)
2006-2007 Medicaid Transportation 93.778 N/A - - 39,711 - (39,711)
Total U.S. Department of Health & Human Services 247,500 (532,941) 247,033 435,794 (344,180)
U.S. Institute of Museum and Library Services
2005-2006 National Leadership Grant (Congressman Smith) 45.312 N/A 350,000 72,724 72,724 -
2006-2007 National Leadership Grant (Congressman Smith) 45,312 N/A 347,935 - 83,905 134,180 50,275
Total U.S. Institute of Museum and Library Services 697,935 72,724 156,629 134,180 50,275
2006-2007 Freedom to Learn (Title Il Part D Ed Tech) 84.318 064240-1/0607 300,000 - 178,783 300,000 121,217
2007-2008 Freedom to Learn (Title Il Part D Ed Tech) 84.318 074280-2-4/0607 197,918 - - 19,476 19,476
497,918 - 178,783 319,476 140,693
NASA
2006-2007 Aerospace Education Services Program 43.001 N/A 5,000 - 5,000 5,000 -
Total Expenditures of Federal Awards $ 14,256,678 $ 286,912 $ 7,140,581 $ 7404664 $ 550,995
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JACKSON COUNTY INTERMEDIATE SCHOOL DISTRICT

Notes to Schedule of Expenditures of Federal Awards

1.

GENERAL

The accompanying Schedule of Expenditures of Federal Awards presents the activity of all federal
awards programs of the Jackson County Intermediate School District (the “District”). Federal awards
received directly from federal agencies, as well as federal awards passed through other government
agencies, are included on the Schedule.

The information in this schedule is presented in accordance with the requirements of OMB Circular
A-133, Audits of States, Local Governments, and Non-Profit Organizations. The amounts presented
in this schedule agree or reconcile to the amounts presented in, or used in the preparation of, the
financial statements, and the financial reports filed with the Michigan Department of Education.

The District’s reporting entity is defined in Note | of the District’s financial statements. The District
administers certain federal awards programs through subrecipients. Those subrecipients are not
considered part of the District’s reporting entity. Of the federal expenditures presented in the
schedule, the District provided federal awards to subrecipients as follows:

Federal CFDA Amount Provided
Program Title Number to Subrecipients
IDEA Flowthrough 84.027 $ 159,000
Infant and Toddler Formula 84.181 170,687
Title V, Part A 84.298 2,964
National Leadership Grant 45,312 84,884
Freedom to Learn 84.318 6,481
Drug Free Grants 84.186 48,368
Total $ 472,384

BASIS OF ACCOUNTING

The accompanying Schedule of Expenditures of Federal Awards is presented using the modified
accrual basis of accounting which is described in Note | of the District’s financial statements.

OTHER INFORMATION

The amounts reported on the R7120 (Grants Section Auditors Report) reconcile to the accompanying
Schedule of Expenditures of Federal Awards.

MEDICAID OUTREACH

During the year ended June 30, 2007, the District received $184,772 in funding from the Michigan
Department of Community Health for the Medicaid Administrative Outreach and Transportation
Program, for distribution to (and subsequent expenditure by) local school districts within the
jurisdiction of the Jackson Intermediate School District. Due to uncertainties surrounding whether
these funds will eventually have to be repaid to MDCH, the District has elected to defer the
distribution of these funds to the local school districts until a later date, when more information is
available. Accordingly, the amount received was recorded as deferred revenue, and not reflected as
expended on the accompanying Schedule of Expenditures of Federal Awards.

* k% * * *
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Jackson County Intermediate School District
Schedule of Federal Sub-Grantee Recipients

For the Year Ending June 30, 2007

Federal Grantor
Pass Through Grantor
Program Title Grant Number

Federal
CFDA Number

Current Year
Receipts Current Year
(Cash Basis) Expenditures

IDEA Flowthrough 070450
Jackson Public Schools

Infant & Toddler Formula 071340
Jackson County Health Department

Title V 070250
Jackson Christian Schools
Our Lady of Fatima Elementary
St. Mary Elementary School
St. John's
Lumen Christi High School
Queen's

TOTAL TITLE V GRANT

IMLS National Leadership Grant
Battle Creek Public Schools

Freedom to Learn 064240
Jackson Public Schools
Springport Schools

TOTAL FREEDOM TO LEARN GRANT

Drug Free Grants 062860
Columbia
East Jackson
Grass Lake
Hanover Horton
Michigan Center
Springport
Vandercook Lake
Western
da Vinci
Trinity Lutheran Elementary
Camden-Frontier Schools
Hillsdale Schools
Jonesville
Litchfield
North Adams-Jerome
Pittsford
Waldron
Will Carlton Academy

Total Drug Free Grant 062860

84.027

84.181A

84.298

45.312

84.318

84.186A
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$ 159,000

170,687

678
140
266
170
1,173
537

2,964

84,884

2,806
3,675

6,481

960
464
195
341
714
583
499
1,050
136
55
590
893
756
302
241
470
237
54

8,540

Continued



Federal Grantor

Current Year

Pass Through Grantor Federal Receipts Current Year
Program Title Grant Number CFDA Number (Cash Basis) Expenditures
Concluded
Drug Free Grants 072860 84.186A

JCMS 1,255
Jackson Public Schools 32,087
Columbia 575
East Jackson 84
Grass Lake 238
Hanover Horton 445
Michigan Center 521
Napoleon 500
Northwest 1,367
Springport 36
Vandercook Lake 159
Western 796
da Vinci 124
Jackson Christian Schools 273
Camden-Frontier Schools 36
Jonesville 541
North Adams-Jerome 53
Reading 535
Waldron 155
Will Carlton Academy 48
Total Drug Free Grant 072860 39,828
TOTAL DRUG FREE GRANTS 48,368
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS

November 12, 2007

Board of Education
Jackson County Intermediate School District
Jackson, Michigan

We have audited the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of Jackson County Intermediate School District, as of and for the year ended
June 30, 2007, and have issued our report thereon dated November 12, 2007. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Jackson County Intermediate School District’s internal
control over financial reporting as a basis for designing our auditing procedures for the purpose of expressing
our opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Jackson County Intermediate School District’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the Jackson County Intermediate School
District’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses. However, as discussed below, we
identified certain deficiencies in internal control over financial reporting that we consider to be significant
deficiencies.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the Jackson County Intermediate School District's ability to initiate, authorize, record,
process, or report financial data reliably in accordance with generally accepted accounting principles such
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that there is more than a remote likelihood that a misstatement of the Jackson County Intermediate School
District’s financial statements that is more than inconsequential will not be prevented or detected by the
Jackson County Intermediate School District’s internal control. We consider the deficiency described in the
accompanying schedule of findings and questioned costs as item 2007-1 to be a significant deficiency in
internal control over financial reporting.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be prevented
or detected by the Jackson County Intermediate School District’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in the internal control that
might be significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies
that are also considered to be material weaknesses. However, we believe the significant deficiency described
above is not a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Jackson County Intermediate School District’s
financial statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other matters
that are required to be reported under Government Auditing Standards.

We noted certain matters that we reported to management of Jackson County Intermediate School District, in
a separate letter dated November 12, 2007.

Jackson County Intermediate School District’s responses to the findings identified in our audit are described
in the accompanying schedule of findings and questioned costs. We did not audit Jackson County
Intermediate School District’s responses and, accordingly, we express no opinion on them.

This report is intended solely for the information and use of the audit committee, the governing board,
management, others within the organization, and federal awarding agencies and pass-through entities, and is
not intended to be and should not be used by anyone other than these specified parties.

Kol fean
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‘ A member of THE REHMANN GROUP

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH
REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAMS AND
INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE
WITH OMB CIRCULAR A-133

November 12, 2007

Board of Education
Jackson County Intermediate School District
Jackson, Michigan

Compliance

We have audited the compliance of Jackson County Intermediate School District with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major federal programs for the year ended June 30,
2007. Jackson County Intermediate School District’s major federal programs are identified in the summary
of auditors’ results section of the accompanying schedule of findings and questioned costs. Compliance with
the requirements of laws, regulations, contracts and grants applicable to each of its major federal programs is
the responsibility of Jackson County Intermediate School District’s management. Our responsibility is to
express an opinion on Jackson County Intermediate School District’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with
the types of compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence about Jackson
County Intermediate School District’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable
basis for our opinion. Our audit does not provide a legal determination on Jackson County Intermediate
School District’s compliance with those requirements.

In our opinion, the District complied, in all material respects, with the requirements referred to above that are
applicable to each of its major federal programs for the year ended June 30, 2007.

675 Robinson Road - P.O. Box 449 - Jackson, Ml 49204 - Phone 517.787.6503 - Fax 517.788.8111 - www.rehmann.com
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Internal Control Over Compliance

The management of Jackson County Intermediate School District is responsible for establishing and
maintaining effective internal control over compliance with the requirements of laws, regulations, contracts
and grants applicable to federal programs. In planning and performing our audit, we considered Jackson
County Intermediate School District’s internal control over compliance with the requirements that could have
a direct and material effect on a major federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the Jackson County Intermediate School District’s internal control over compliance.

A control deficiency in an entity’s internal control over compliance exists when the design or operation of a
control does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect noncompliance with a type of compliance requirement of a federal program on
a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the entity’s ability to administer a federal program such that there is more than a remote
likelihood that noncompliance with a type of compliance requirement of a federal program that is more than
inconsequential will not be prevented or detected by the Jackson County Intermediate School District’s
internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that material honcompliance with a type of compliance requirement of a
federal program will not be prevented or detected by the Jackson County Intermediate School District’s
internal control.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of the Board of Education, management, others in
the organization, and federal awarding agencies and pass-through entities and is not intended to be and

should not be used by anyone other than these specified parties.

-50-



JACKSON COUNTY INTERMEDIATE SCHOOL DISTRICT

Schedule of Findings and Questioned Costs

For the Year Ended June 30, 2007

SECTION I - SUMMARY OF AUDITORS’ RESULTS

Financial Statements

Type of auditors’ report issued:
Internal control over financial reporting:
Material weakness(es) identified?

Significant deficiency(ies) identified
not considered to be material weaknesses?

Noncompliance material to financial statements
noted?

Federal Awards
Internal Control over major programs:
Material weakness(es) identified?

Significant deficiency (ies) identified
not considered to be material weaknesses?

Type of auditors’ report issued on compliance
for major programs:

Any audit findings disclosed that are required
to be reported in accordance with
Circular A-133, Section 510(a)?
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Unqualified
yes X _no
X yes none reported
yes X _no
yes X __no
yes X___none reported
Unqualified
yes X _no




JACKSON COUNTY INTERMEDIATE SCHOOL DISTRICT

Schedule of Findings and Questioned Costs (Continued)

For the Year Ended June 30, 2007

SECTION I - SUMMARY OF AUDITORS’ RESULTS (Concluded)

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster

84.027, 84.173

Special Education Cluster

84.318 Title Il Part D- Education Technology
93.778 Medicaid Outreach
Dollar threshold used to distinguish
between Type A and Type B programs: $300,000
Auditee qualified as low-risk auditee? X yes no

SECTION Il - FINANCIAL STATEMENT FINDINGS

Finding 2007-1 Audit Adjustments

Criteria:

Condition:

Cause:

Effect:

View of

Responsible
Officials:

The District is responsible for the reconciliation of all general ledger accounts to their proper
underlying balances for the purpose of creating a reasonably adjusted trial balance, from
which the basic financial statements are derived.

During the year ended June 30, 2007, the District failed to accurately reconcile several cash
accounts. These reconciliations were done after the auditors’ field work had started and were
completed in late October.

During the year, the District delegated the function of reconciling the cash accounts to a new
person in the Business Office. These reconciliations were believed to have been done on a
monthly basis during the year.

Several audit adjustments were necessary in order to properly reflect the unrecorded entries in
several funds, which delayed the completion of the audit.

The District will ensure cash account reconciliations occur on a timely basis with review and
approval by the Finance Director.
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JACKSON COUNTY INTERMEDIATE SCHOOL DISTRICT
Schedule of Findings and Questioned Costs (Concluded)

For the Year Ended June 30, 2007

SECTION Il - FEDERAL AWARD FINDING AND QUESTIONED COSTS

No matters were reported.

SECTION IV - PRIOR YEAR FINDINGS

* k * Kk k%
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